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Decision No.// y_é J . ‘\

BEFORE THE RATLROAD COMMISSION OF THE STAT

In the Matter of the Application of

- NATOWMAS WATER COMPANY, a coxporation,

for the ascertalinment by the Railroad

Commission of the State of California

of the value of its property, and for APPLICATION NO. 6975.
an order of the Railroad Commission E
fixing a just and reasonable schedule

of rates and cherges for the public

services rendered by the sald corpor-

ation.

Charles W. Slack and Edgaxr T. Zook,
by Edgar T. Zook, for applicant.
Devlin and Devlin, by A. J. Ashen,
for Creston Land Company, and .
Barl Fruit Company, protestants,
Elliott and Atkinson and W. A. Sitton,:
by Frenk F.-Atkinson and W. A.
Sitton for water users on the
Valley Lateral and NMormon Island
Lateral, protestants.

MARTIN, COMMYSSIONER .

CPINION

The Natomas Water Company, applicent in the above entitled

matter, 1s & corporation engaged in the business of supplylng water
aé 2 publio'utility,to consumers in the town of Folsom fdr_domeé@id
purposes and weter for 1rrigatién use in both El Dorado and Saciamento
countieé. In addition to this, watér is adpplied to the"Natoﬁas-Com-_-
pany of Califormia fox the operation or{gold dredges. | |

The Natoﬁas Water Cogpany is 6wned and controlled by the
Natomas Coméany ovaalifornia, a corporation, whose principal busi-
ness ié the Operatioh of dredges foxr the mining qf gold'in'éacraﬁento
Couﬁpy; | | |

The applicent in this matter alleges that the income recelved




for the service rendered by it is wholly;inadequate, and does not
yield a fair return upon the value of its propert;es; that it is
impossible to further reduce its operating expenses; and that the
rates now cherged for water service are fexr below the ratee To~
ceived by any other public servrce corporation of the same oharaotex
in Nerthern or Central Californra. The Commission is therefore
asked to asoertain the value of the applioant's property and eetab-
lish such rates as may be just and equitable for the eervice
rendered. |

Poblio hearings in this matter were held in Sacramento and
San Francisco bvefore Commrssioner Martin. All 1nterested partles
were given an opportunity to be present and be heard.

The mein cunal of this system was originally constructed
for mining purposes by the Nauoma Water and Mining Company, which
built a brush and earth~filled dam and made the first appropriation

of water froz the South Fork of tbe American River at a point about
Lo miree above the former mrn‘ng town of Salmon Falls in El Dorado
County. Fifteen miles of ditches were completed and 1n operation by
the end of the year 1853.

The owners of the original eystem incorporated in 1853 under
the name of the Netoma Water and Minihg Conmpany, and subsequently
aoquired title to several thoueand acres of land, approximately 11,000
acres of which were pert of the Rancho de los Americanoa. The stook—

- holders of the above company organi ed the Natoma Vineyard Company,

whilch was incorporated September 6, 1888.

By deed dated May 15, 1890, recorded October i, 1890, the

Natome Vater and Mining'Company transferred to the Natoma Vineyard
Compaey oertain lands which were deacribed as lying eouth of-Alder
Creex in Sacramento County. These 1ands were non-operative as far
as the water system was concerned. However, the title to the canal

system, water rights and remaining lands of the Natoma Water and




Mining Company was not transferred to the Natoma Vineyard Company
until October 31, 1895,-the date of the deed,-wﬁich was recorded
November 11, 1893. |

The interests of the Natoms Vineyard Company in this system
were acquired in 1907 by the Notomo Development Company, whioﬁ,'in'
December, 1908, .transferred its holdings to the Natomas Consolidated
of California, & corporation now kmown as the Natomas Company of
Calirornia. On March 21, 1912, the water system, together with all
appurtenant and necessary lands, structures, rights of way and water
rights, was txanaferred 12 the Natomaa Water Company, a corporation
formed by the Natomas Consolidated of Calirornla for the exproaa

purpose of holding and operating its water properties.

The Natomes Water Compeny oleims the right to divert 60 second-

feet of water from the South Fork of the. American River.

wote: is now diverted from the South Foik of the American
River by a dam of granite rubble 290 feet in length, built in 1868.

The naln canal was enlarged in 1913, has a capaclty of sixty oubic
feot of water per second and is slightly over 18 miles long, 11800
feet of which has been concrete lined. The Valley Lateral is 5.4
miles long. The Moymon Island Leteral, the Folsom Leterel and the
remaining distxibution ditches make & system comprising approximately
37 miles of c¢anzls.

The principal water supply for the town of Folsom is
chlorinated before entering the concrete storage reservoir.. From
here the water is transmitted throupgh » 12—inoh machine—banded fedwood
stave pipe to the distributiorn system, which consists of oporoximately
21;000 feot of meins varying from‘3/4 of an inch»to iz inches in
' dismeter. | ‘ | |
The storage faclilities provided on this system are very

limited. Willow Hill reservoir, of approximately 100 acre feet ,-

storege capacity and the Buffalo resexrvoir with a capacity of 104




acre feet are av&i¢able for irrigation; Folsom reservoirs Nes.1, 2
and 3 are used for the domestic supply for the town of Folaom and
vieinity. Folsom Reservoir N¢.3 1s concrete lined and has a capacity
of 1,600,000 gallens. The other two reservoira are uaed now only to
provide auxillary or emergency storage.

Ali distribution on thie syetem, whether for irrigation,
mining or domeetio uee, is by gra§ity. |

On December 31, 1621, there were 250 active Qer#ioes in the

town of Folsom, which has & pooulationc&'nbout 1000 people. In 1920

there were 1449 ecres of land irrigated on this system and 1415 zores
in 1921.

According to the best inrormation available, the Natomaa
Company of California in 1921 used ror mining and other purpose°
293,915 miner's inch deys, and 329,342 miner's inch days in 1920.

The present ratos cherged by this utility for water servioe

-

have been in effect for a great many years and have nevexr been rixed
by the Railxoad Commission.
These rates as on file: With this Commission are as follows:

FOR_DOMESTIC AND OTHER SERV”CE :
IN TOWN OF FOLSOM AND AT NATOMA, QAL;FQRNIA.

Dwellings, house and onoe lobeecseccvevsoccas cesesssesd 12,00 per year
Dwelling house and two lots, in garden or lawn....... 15.00
Stores, saloons, boarding houses,-blacksmith :
shops, private stables, Chinese leundries,
offices, restaurants, weter wheels, pasture
(each tap) and comoeterios®....cvevecevecsscnnsesss 12,00
Livery stables and lce fectories.....eeceeavcensece.. 60.00
Slaughter houBe8...cececscnscerccessnes 24.00
Butcher shops, where refrigerator 1s meintained, co
&nd hOtelso-a......--..--...........-.....-.-..-.. 36 00
ter tank, water supplied te Southern Pacific
Company for leocomotive, staticn and groundS..see... 372. OO.
Trengformer Station (special), Western Gas and _
mectric Company..-...‘...I.O..-O...'..‘..Cl..l... 180 oo
Swimming Tanke (8pecial)ecevececeecccesoveccoannnes ... 84.00
Gardens, according o number of lois, at rate ,
) pel' lOt o‘fn--t--nu.o--o--qo-o-o--..-.o.o--.---.o-- 12.00
*Ordinary cherge for cemeteries $12.00 .per yeax;
exceptions to this Tule are as follows:
Special rates were made owing to the laying of a
supply pipe from main by the following named
organizations at thelr expense:




Jewls Cemetery........ eeessd 6.00 por year.
0dd Fellows Cemetery..cves.. 10.00 "
Masonic Cemotory.eveecesee.. 10.00 " "

IRRIGATION

Per ecre per year for bearing orchards,

vineyerds and alfalfa....... < 0 ¢
Per zcre per year for non-bearing orchards

&nd vineyaxds......‘I.-I.l’....'...'.--..'O.....‘O 3 oo
Water consumed by Natomas Consolidated of California

in oxrcherd and vineyerd end rock erushing entex-

rrises,per miner's inch 24 hours.................. 0.07

DREDGE MINING

For Gold Dredges of Netomas Coneolidated of Celifornia,
per miner's inch for 24 hours at rate of 7 cents. ~

The miner's inch used as a unit of meaaurement on. this
gystem is equivalent to 1/50 of one cubic foot
per second.

A report was submitted on behalf of the applicant by

Mr. George S. Nickexrson, civil and hydraulic engineer, in which
he estimated the ieproduction cost of the physical pxoperties\pf
this.system, besed upon the cost prices of the yéar 1918, to.be
$526,995 and gé&e the depreciation annuity es $2,113 and $1,586,
computed by the sinking fund method at 4% and 6%, respecti&ely.
This report did not include an estimate of the reproduction cost
less accrued depreciation. Applicant conceded that the above re-
port based upon the prices of 1919, reflected approximately the
_peak of the post-war inflation of labor and material costs.' No
otheor apprzisement of the entire system was presented on behalf
of applicant.

. A report, compiled by Messrs. R. S. Melvin and M. R. MacKall
of tbe Commission's engineering stafr and submitted by the latter,
shows an appraisement of this system, based upon the estimated orig—

‘inal cost, amounting to $300,451 as of November 1 1921, & replace—
ment annuity of $1,138, computed by the 6% sinking fund method, and
recommend*ng a8 reasonable the sum of $15,220 for the annual main-
tenance and operating expenueo. |

It is the desire of the spplicant to purchzse from the




Netomes Company of California the Alder Creek dam and the Alder

Cieek ditch.l The Commission is asked to determine the service value
of this property to the water system and to include the amount 80

- determined in the rate base for the purposea of this proceeding. This
diteh is being used at present by tke applicant to deliver irrigation

| water to the Amexican River Canal of the Netomes Mutual Water Company

and thence to the Valley Latersl. Testimony was subwitted to the
effect that the Netomes Consolidated ol Calirornia oonstruoted the

. Alder Croek dam several years ago, st a cost of approximatoly $21,000,

for the purpose of impounding the muddy water, or tailings, from the
gold dredges; also that the Alder Creek ditch was enlarged and lined

with conecrete in 1921 by the Natomas Compeany of Celifornia at a cost-
of $7,810. |

It appears, from the evidence, that as far as practical velue

goes, the advantages afforded by the Alder Creek dam are 80 wliSht
that the Commission would be unwarranted at this-time in considering
it as a neceasary ana vital adjuncu to the water system. ItAfurther
appears that the Natomas Company of California, in dredging out a
considerable portion of the Buffalo Creek Channel, destroyed appli-
cant's sole means of delivering water to the Valley Lateral through

ts own ditch system, making 1t now necessary to use the Alder Creek
ditch and the American River Canal of the Natomas Mutual Water Com-
pany, in order to serve its patrons on the 1ower ond of the system.
It would seom that it is incumbent upon the Natomas Company of Cal-
ifornia, at its own expensse, to restore to the applicant a canal
ditch or other mothod of conveying water to the Valley Lateral hav—
ing a capaci y equiv&ient to that whieh it has-deatroyed. As<this
obligation Has not been satis actorily disoharged it would be in-
proper for the applicant to udd to its burdens, and thereby add to
the burden borne by its consumers, by the purchase of the Alder

Creek ditch and dam.




The applicant submitted an estimate of the future annual
operation expenses amounting to $16,798. The princ*pal dirferences
betweon this estimaie end the one presented by the encineers of the
Commission lie in the allowences for diteh oleaning and the palnting
of rlumee. |

From the information presented it ie belleved that the
additional amount claimed by applicant for aitch oleaning is not
wa*ranbed, howevor, the sum of $580 for the painting of flames 1s
noY unreasonable, and will be allomed.

A careful consideration of the evidence leads to the conclu-
sion that vls 800 is & reesonable amount fox the ennual ooerating
and maintenance expenses and that the sum of $300 451 with & cor-
responding replacement annuity of $1 158 represents the rair and
reasonable investmont in used and useful propertiee 1n this syetem
for the PUTPO8es of thia procecding. | |

Following is a eummary of the annual oherges baeed upon the
figures outlined above-

Return at 8% on $300,451ccveeercccan... $24, 056
Replacement Annuity.................... 1,138
etatonsace, Sy P OReNnE Bipense. ... 1500
| The revenues for 1920 were $35;059 and for 1921 they wore
$32,554. “ |

From the above it is apparent that the applicant is entitled

Lo an incresse in revenues.

in ihe past the applicant has consistently pureued a policy
of denying applicatione for the extension of irrigation eervice to
new consumers or furnishing water foxr edditional acreage to old
consumers. Ixrrigation service being on a flat rate baeia, there
are no eccurate water measurements available to determine the eotual
use or watex. Mbasurements of water used for dredge mining are

egqually unreliable. No doubt there has been wasteful end unneceseary




use of water on this system, as is usual vhen ’lat rates are charged.
The demand for water in %the tcrritory sorved by the applicant has in-"-
croased to such an extent that conservation of the supply is urgently

needed. This can be accomplished “o the best advantdge of all con-

cerned by the adoptlon of a measured rate for all irrigation, mining

and similar service. The sale of 1rrigation water on a measured basis
will orsctically eliminate carelessness and waste in distxibution and
use. Further economies in the use of water may be erfocted by the
adoption of reasonable and necessary rules and regulations governing
irrigation and all other uses, requiring among other things the deliv-
ery of irrigation water to consumers upon-a falrx systemior'rotation‘
and elso requiring the continuous use of watei both'day and night dur-
.ing the poriod of delivery, when concitlons demand '

The ssving gained by the methods outlined abcve should meke
uv._.ilable sufficient water to accommodate all reasonable requirements,.
including a certain amount of new business, and a campaign to secure .
additionol consumers cnd additional acreage, to make use of the addi—
tional water made svailable,-rather than the discouragement thereor as
in the past,-unquesticnably will be productive of increased revenues.

ConSidersble econtroversy developed during the hearings in |
this‘mattex involving the status of certain conxracts?under which the
majority of the water users located on the Valley Lateral have been
receiving watexr since 1893 and 1894. It appears that there are ten
irrigation consumers who hold contracts made with the Natoma Vineyard
Company providing {among other things) that mater shall be furnished “
in such quantities as the irrigationists desire at any end all 80asons
of the year for s fixec sum of $5.oo per acre per year for bearing
crchards,'vineyards and other ocrops, and ss.oo per acre per ycsr for
non—bearing orcﬁards and vineyards. Theso consumers claim tham their
contracts are still In force and that as o them the company is not a

public utility and the rates fixed by their contracts cannob be




changed.

This contention cannot be upheld. The evidence is clear

that the canal system and the water originally appropriated has been
from the beginning impressed with a public use. When thelNateha
Vineyaxrd Company acauired the system from Natoma Water and Mining
Company on November 11, 1893, it acquired a public utilitvy system. _
It could not change the charecter of that system. Nor could ib,x
by contracts made oeither before orx arteh it ecquired the systen,
carve private iights out of the public use to which the sysﬁem hed
been devoted. These contracts, in so far as they purporit to graht
special rights in the public utility waﬁer'system acquired by hhe '
Netoma Vineyard Coumpany, must be deemed to rave beon made subject
to the power of the state to modify or revise in the inte*eet of
the public.

Southern Pacific Co. v. Spring Valley Water Co.,

Law v. Railroad Commission,
184 Cal. 739.

The ten contract holders in 1921 used approximately 59% of
the entire irrigation water used on this systeh. It is olear from
the evidence that a uniform end non-diacriminatory rate which will
produce & rair_return to the utility cannot dbe established unless
tho rates f{ixed by these contracts axeldisregarded. It is thought
vhat the pubiic interest requires that this be done. The order will
therefore provide for a uniform rate for ail irrigation consumers,
irrespective of prior contracts. | o

In ordexr o deliver gravity water to the Valley Lateral
prezent condiuions render 1t neceseary for the applicunt to use
Jointly the American River canal with the Natomas Mutuel Wamer Comw
pany, another subsidiary of the Natomas COnsolidated Company of
California, an irrigation company which obtains its supply of water
by pumping from the American River. The Commissioh hust Jook with




disfavor upon the Joint and unregulated use of the same Irrigation
ounal by two companies serving water, whioch from the different nature
of thelr sourxces of supply vary widely in the cos of production and
delivery. The oontinua tion of suoh unsatisfactory arrangements is
bound to result sooner or later in serious complications. It 1is,
therefore, the deaire of the COmmission that the spplicsnt eliminate
any possible difficultios that msy arise from this source in the
ruture by providing, a8 8oon as conditions may permit, a system of
water distribution to its oonsumers whilch will abolish uhe Joint use
of any of 1ts canals, ditches, pipe lines, or other methods of con-
veyance with any other individual or organization.
Pending the completion of the above chanaes in the manner

of distridbution, the appliosnt should cause to be installed such
standaxrd water measuring devioes as will enable it to determine at any
and all times the amounts or qusntities of water delivered by it into
the imericsn River Canel of the Natomae Mutual Water Company and the
apounts or quantities of water which axre delivered from ssme into
the Valley Lateral.

| It has been the custom in the past for the applicent to reo-
quire the wster users served by the Mormon Island Latersl to clean,
maintain and operate this diteh st thelr own expense, although these
consumers have beoen charged the same rates for irrigation as prevail
on the remainder of the system where all the expense of delivery
and mainoenance is borne by the water oompany This praotice is
unreesonable and unnecessary and amounts o an unfair discriminaﬁion
against the consumers on the Mormon Island Lateral. This prsctice
should be immediately discontinued snd herearter the applioant shall
accord the same requirements, treatment and privileges to all con-:

sumers alike for the same or similar types of service.

The schedule of rates set out in the order which follows

this opinion contemplates the placing of all irrigation, mining and

other similar classes of service upon a measured besis. In sddition
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to uhe flat rates now in effect for domostio and commexcial uso in
and about the town of Folsom, a meter rato will be authorized whioch
will make it possible to reduce to 2 minimum eny waste or oareloss—
ness in the use of water. As it is impossiblo 10 anticipate the
oxact oxtont to which tvhe irrigation consunmers will adiust them~
selves to measured service, the xates established for irrigation

and mining must be necesserily more or less trial ratos, and there-
fore should the ocoasion aziso, they are subjoct to modirication
“through the usual procedure.

| Due allowance has been made for the expenditures which will
be reouired to install, operate and mainteln the moasuring devices
necessary 1o prooerly carry out the terms of the following order.
Taking into considoration the additional Yevenues which the evidenoce |
discloses may roasonably be oxpoctod through the service of wator to
additional acreage, the following ratos will yield to the applicant

a fair return upon its investment over and above the reasoneble costs
of operation, maintenance and deprooiation.

The following foxm of oxder is submitted:

QRDER

Nstomas Wcter Cozpany having made applioation to the Railroad

Commission as sntitled above, public hoarings having besn held, the
matter having been submitted snd being now roady for decision,

IT IS HEREBY FOUND AS A FACT that the rates now charged by
Natomes Water Company for wator suppliod to its consumers are unjust
and unreasonsblo, in so far as thoy dis fer from the ratos horoin
established and that the ratos horsin ostablished are just and reason—
sble rates for such servico.

Ang, basing its order on the foregoing finding of fact and on
vhe other statements of fact containod in the opinion which preoedes
this order,

I IS FEREBY ORDERED by ths nailroad Commission of the Soate




of California that Natomas Water Company be, and it is hereby

authorized and directed to file with the Rallroad Commission within
twenty {20) days from the date of tals ordér, the following Schedule
of rates for water dellvered tc its consumers in the town of Folsom
and vio;n¢ty and in EX1 Dorado and Qacramento counties, said rates 0 |
become offectlve for all water gsorvice rendered subsequent to
Janvary 31, 1923, except as otherwise provided below:

| SCHEDULE A

DOMESTIC SERVICE I

c--—-

FOLSOM_AND_VIC INT

(1) Monthly Flet Rates:

The schedule of flat rates now in effect.

(2) Monthly Meter Rates:

For the first 600 cublic o6t Or 168Seciessssrsss.$1.00
For the next 1400 cublic feet per 100 cu.ft.,...... .10
For all use over 2000 cuble feet, per 100 cu.ft.,. .08

(3) Monthly iinimum Charges: -

For 5/8 InCh MeberS.ceeereeccececessssdl.00
For 3/4 inch meters...ceceeeveevecesees 1.25
FOor 1 inch metlerS.ecciccescccrccnvees L350
For 13 inch MoterS..ccececcscescsvess 2.00
For 2 inch moblerS..ecececcsccssneees 3.00
For 3 inch moeterS.cieiecesccessceeas 4.00

SCHEEDUL

lﬁﬂihﬁglpﬁ4.MIEIBQ.AND.ﬁIMILAB_SEBMIQEA
For each minert!s inch flow of twenty-four |
(24) ROUTB.cervereevencocacssascensosssssssenceansd 08

Fifty gso)_miner's inches shall be taken &s the
squivalent of one (l)vcubic foot of water per

second.

AND IT IS HEREBY FURTHER ORDERED:
(1) That the Natomas water Company be and 1t 1s hereby

directed %0 install _standa.d me&auring devicea for all servioea where
the water delivered 1s % bhe charged undey Schedule B, as set out
above. .

{2) That until such time as the Netomas Water Company :

shall have vnstal]ed standard meaeurmng deV¢ces on 1rrigation ser-
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'vices, such services shall be billed under the forxmer per acre- flat
rate. - o |
| CS) That the Natomas Water Company file with the Railroad
Commission within thirty (30) dayu from the date of this order, rulea
and regulations governing service to its consumers, sald rules and
regulations to become effective upon their.acceptance by the Commission.
| ~ (4) That Jenuery 25, 1923, be and the seme is hereby des-
lgrated as the effective date of this order.
The foregoing opinion and order are hereby approved and ordered

filed as the opinion and ordexr of the Railroad Comreission of the State

24

of California. .
Dated at San Ffancisco, California, this

day of Januery, 1923.

Commissioners.




